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Re: Application of Duke Energy Carolinas, LLC
for approval of Energy Efficiency Plan
Docket No. 2007-358-E

Dear Mr. Terreni:

Enclosed for filing please find the following:

Duke Energy Carolinas' Responses to Southern Environmental Law
Center's Interrogatories and Request for Production and Motion for
Confidential Treatment of Selected Responses; and

2. Duke Energy Carolinas' Responses to Wal-Mart Stores East, LP's Data
Requests and Motion for Confidential Treatment of Selected Responses.

We are electronically filing the "Public" versions in which confidential, proprietary
information has been redacted. We are also hand delivering the "Public" versions. We
are also filing under seal the "Confidential" versions which contain the information
redacted in the "Public" versions.

Duke Energy Carolinas has provided copies of confidential responses to
Southern Environmental Law Center, the Office of Regulatory Staff, S.C. Energy Users
Committee, and Wal-Mart pursuant to separate Confidentiality Agreements. An original
and two copies of each are included for filing. Please date-stamp the extra copies as
proof of filing and return them with our courier.

This document is an exact duplicate, with the exception of the form
of the signature, of the e-filed copy submitted to the Commission in
accordance with its electronic filing instructions.
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If you have any questions, please have someone on your staff contact me.

Yours truly,

RQBINsoN, McFADDEN K MQQRE, P.C.

FRE/tch
Enclosures

Frank R. Ell e, I

c/enc: Catherine E. Heigel, Assistant General Counsel (via email and US Mail)

Nanette Edwards, Chief Counsel (via email and US Mail w/confidential

enclosures)
Scott Elliott, Esquire (via email and US Mail w/confidential enclosures)
J. Blanding Holman, IV, Esquire (via email and US Mail w/confidential

enclosures)
Gudrun Thompson, Esquire (via email and US Mail w/confidential

enclosures)
Robert E. Tyson, Jr. , Esquire (via email and US Mail w/confidential

enclosures)
Alan R. Jenkins, Esquire (via email and US IVIail w/confidential enclosures)
Jeremy Hodges, Esquire (via email and US Mail w/o confidential
enclosures)
James H. Jeffries, IV Esquire (via email and US Mail w/o confidential
enclosures)
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BEFORF,

THE PUBI.IC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2007-358-E

In re;
Application ofDuke Energy Carolinas, LLC
For Approval of Energy Efficiency Plan

Including an Energy Efficiency Rider and

Portfolio of Energy Efficiency Programs

January 8, 2008

)
) DUKE ENERGY CAROLINAS'

) RESPONSES TO WAL-MART

) STORKS EA.ST, LP DATA

) REQUESTS AND MOTION FOR
) CONFIDENTIAL TREATMENT
) OF SELECTED RESPONSES
)

PUBLIC VERSION
CONFIDENTIAL, PROPRIETARY INFORMATION

REDACTED

Duke Energy Carolinas, LLC ("Duke Energy Carolinas" or the "Company" ), by

and through the undersigned counsel, hereby submits its responses to the data requests of

Mal-Mart Stores East, L.P. ("%al-Mart" ) filed with the Public Service Commission of

South Carolina (the "Commission" ) on December 19, 2007. The Company respectfully

requests that the responses it identifies as confidential herein and all response schedules

provided on compact discs included herewith be filed with the Commission under seal and

maintained as confidential pursuant to Order No. : 2005-226, "ORDER REQUIRING

DESIGNATION OF CONFIDENTIAL MATERIALS. " The data responses designated

herein as "Confidential" contain information that is proprietary and commercially sensitive,

and if disclosed, could adversely affect the Company's ability to enter into arms-length

purchased power and energy services transactions.

The Company requests, therefore, that the Commission grant its request for

This document is an exact duplicate, with the exception of the form of
the signature, of the e-filed copy submitted to the Commission in
accordance with its electronic filing instructions
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hereinas “Confidential” containinformationthatis proprietaryandcommerciallysensitive,

and if disclosed,could adverselyaffect the Company’sability to enterinto arms-length

purchasedpowerandenergyservicestransactions.

The Company requests,therefore, that the Commission grant its request for

This documentis an exactduplicate, with the exceptionof the form of
the signature,of the e-flled copy submitted to the Commissionin
accordancewith its electronic filing instructions



DOCKET NO. 2007-358-E
Wal-Mart Data Requests —Set No. 1

Duke Energy Carolinas' Responses

confidential treatment pursuant to 26 S.C. Code Ann, Regs. 103-804(Y)(2)(Cum. Supp.

2005). Duke Energy Carolinas has provided copies of all confidential responses to Wal-

Mart pursuant to that certain Confidentiality Agreement by and between the Company and

Mal-Mart, dated December 21, 2007. The Company has further provided copies of its

confidential responses to the Office of Regulatory Staff, the South Carolina Energy Users

Committee, and Southern Environmental Law Center / Southern Alliance for Clean Energy

/ Coastal Conservation League pursuant to separate Confidentiality Agreements entered

into by and between Duke Energy Carolinas and these parties individually.

The Company responds as follows:

DOCKET NO. 2007-358-E
Wal-Mart DataRequests—SetNo. 1
DukeEnergyCarolinas’Responses

confidential treatmentpursuantto 26 S.C. Code Ann. Regs. lO3-8O4~Y)(2)(Cum.Supp.

2005). Duke EnergyCarolinashasprovidedcopiesof all confidential responsesto Wal-

Mart pursuantto that certainConfidentialityAgreementby and betweenthe Companyand

Wal-Mart, datedDecember21, 2007. The Companyhasfurther providedcopiesof its

confidentialresponsesto theOffice ofRegulatoryStaff, the South CarolinaEnergyUsers

Committee,and SouthernEnvironmentalLaw Center/ SouthernAlliance for CleanEnergy

/ CoastalConservationLeaguepursuantto separateConfidentiality Agreementsentered

into by andbetweenDukeEnergyCarolinasandthesepartiesindividually.

TheCompanyrespondsasfollows:
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DOCKET NO. 2007-358-R
Wal-Mart Data Requests —Set No. 1

Duke Energy Carolinas' Responses

WM 1 —1. Response contains confidential information which is separately filed under

seal and maintained as confidential pursuant to Order No. 200S-226 and the Confidentiality
Agreements between the parties.

DOCKET NO. 2007-358-E
Wal-MartDataRequests—SetNo. I
DukeEnergyCarolinas’Responses

REDACTED

WM 1 -.1. Responsecontainsconfidential informationwhich is separatelyfiled under
sealandmaintainedasconfidentialpursuantto OrderNo. 2005-226andtheConfidentiality
Agreementsbetweentheparties.
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IlOCKKT NO. 2007-398-K
Wal-Mart Data Requests -Set No. l
Duke Energy Carolinas' Responses

Question Assigned to: Diane V. Denton, Director, Energy Efficiency Policy, and Theodore
E, Schultz, Vice President, Energy Efficiency

WM 1-2. Please identify the individual programs that are expected to produce the

Projected 2008 SC residential EE Impacts of 4,251,000 kWh and the Projected 2008 S('
non-residential EE impacts of 2,053,000 kWh

RESPONSE:

Please refer to the testimony of Theodore E. Schultz, Section V. Energy Efficiency
Program Descriptions. Further, see the Company's confidential response to WM 1-1(a) for
a list of programs and WM 1-1(c)for an explanation regarding the partial year figures.

DOCKET NO.2007-358-E
Wal-Mart DataRequests—SetNo. 1
DukeEnergyCarolinas’Responses

QuestionAssignedto: DianeV. Denton,Director,EnergyEfficiencyPolicy, andTheodore
E. Schultz,Vice President,EnergyEfficiency

WM 1-2. Pleaseidentify the individual programsthat are expectedto producethe
Projected2008 SC residentialEF Impactsof 4,251,000kWh and the Projected2008 SC
non-residentialEE impactsof 2,053,000kWh

RESPONSE:

Pleaserefer to the testimony of Theodore E. Schultz, Section V. Energy Efficiency
ProgramDescriptions. Further,seetheCompany’sconfidential responseto WM 1-1(a) for
a list of programsand WM 1-1(c) for an explanationregardingthepartial yearfigures.
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DOCKET NO. 2007-358-E
Wal-Mart Data Requests —Set No. l
Duke Energy Carolinas' Responses

REDACTED

WM 1-3. Response contains confidential information which is separately filed under

seal and maintained as confidential pursuant to Order No. 2005-226 and the Confidentiality
Agreements between the parties.

DOCKET NO. 2007-358-E
Wal-Mart DataRequests—SetNo. 1
Duke EnergyCarolinas’Responses

REDACTED

WM 1-3. Responsecontainsconfidential informationwhich is separatelyfiled under
sealandmaintainedasconfidentialpursuantto OrderNo. 2005-226and the Confidentiality
Agreementsbetweenthe parties.
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DOCKET NO. 2007-358-K
Wal-Mart Data Requests -Set No, 1

Duke Energy Carolinas' Responses

REDACTED

WM 1-4. Response contains confidential information which is separately filed under

seal and maintained as confidential pursuant to Order No. 2005-226 and the Confidentiality
Agreements between the parties.

DOCKET NO. 200’7-358-E
Wal-MartDataRequests—SetNo. 1
Duke EnergyCarolinas’Responses

REDACTED

WM 1-4. Responsecontainsconfidential information which is separatelyfiled under
sealandmaintainedasconfidentialpursuantto OrderNo. 2005-226andthe Confidentiality
Agreementsbetweentheparties.
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DOCKET NO. 2007-358-E
Wal-Mart Data Requests -Set No. l
Duke Fnergy Carolinas' Responses

Question Assigned to: Diane V. Denton, Director, Energy Efficiency Policy

WM 1-5. As referenced on page 7, lines 14 through 17, of the Direct Testimony of
Stephen Farmer, please provide the QF rates used to calculate Rider EE.

RESPONSE:

The QF rate schedule most recently approved by the PSC SC was sent via email from
Diane Denton to David Ozment on December 20, 2007. The avoided capacity costs used
to develop that QF rate were also used to develop Rider EE.

DOCKET NO. 2007-358-E
Wal-Mart DataRequests—SetNo. 1
Duke EnergyCarolinas’Responses

QuestionAssignedto: DianeV. Denton,Director,EnergyEfficiencyPolicy
WM 1-5, As referencedon page7, lines 14 through17, of theDirect Testimonyol

StephenFarmer,pleaseprovidetheQFratesusedto calculateRiderEE.

RESPONSE:

The QF rate schedulemostrecently approvedby the PSC SC was sentvia email from
Diane Dentonto David Ozmenton December20, 2007. The avoidedcapacitycostsused
to developthat QF ratewerealsousedto developRiderRE.
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DOCKET NO. 2007-358-E
Wal-Mart Data Requests -Set No. 1

Duke Energy Carolinas' Responses

Question Assigned to: Stephen M. Farmer, Consultant, Christopher M. Jacobi, Commercial
Associate, Market k, Financial Analysis, and Carol E. Sluum, Vice President, Rates

WM 1-6. As referenced on page 16, lines 8 through 21, of the Direct Testimony of
Stephen Farmer.

a. Does the calculation of Rider EE either include or constitute an earned return on
avoided energy costs?
b. If the response to (a) is yes, is that return the weighted cost of capital (and if not, what
is that return)?
c. Please provide the weighted cost of capital (or other return used) for the 2008
calculation.
d. Does Duke Energy earn a return on energy costs incurred for utility-owned generation
resources or on power purchase agreements?

RESPONSE:

(a) No.
(b) Not applicable.

(c) The pre-tax weighted cost of capital used in the 2008 calculation is 13.68'/0.

(d) The Company does not earn a return on expensed energy costs. It does earn a return
on capitalized energy costs. The Company does not earn a return on purchase
power agreements.

DOCKET NO. 2007-358-E
Wal-MartDataRequests—SetNo. I
Duke EnergyCarolinas’Responses

QuestionAssignedto: StephenM. Farmer,Consultant,ChristopherM. Jacobi,Commercial
Associate,Market& FinancialAnalysis,andCarolE. Shrum,Vice President,Rates

WM 1-6. As referencedon page16, lines 8 through21, of theDirect Testimonyof
StephenFarmer:

a. Does the calculationof Rider FE either include or constitutean earnedreturn on
avoidedenergycosts?
b. If theresponseto (a) is yes,is that returntheweightedcostof capital(andif not, what
is that return)?
c. Pleaseprovide the weighted cost of capital (or other return used) for the 2008
calculation.
d. DoesDukeEnergyearnareturnon energyCosts incurredfor utility-ownedgeneration
resourcesoron powerpurchaseagreements?

RESPONSE:

(a) No.
(b) Not applicable.
(c) Thepre-taxweightedCostofcapitalusedin the2008calculationis 13.68%.
(d) TheCompanydoesnot earnareturnon expensedenergycosts. It doesearnareturn

on capitalizedenergycosts. The Companydoesnot earn a return on purchase
poweragreements.

8



DOCKET NO. 2007-358-E
Wal-Mart Data Requests -Set No. 1

Duke Energy Carolinas' Responses

Question Assigned to: Richard G. Stevie, PhD. , Managing Director, Customer Market

Analytics

WM 1-7. As referenced on page 11, lines 20 through 21, of the Direct Testimony of
Richard Stevie, please describe whether a large customer, which implements a significant
amount of energy efficiency on its own outside of incentive programs, would be defined as
a "free rider" or "free driver" under the evaluation methodology of Save-A-Watt.

RESPONSE:

Energy efficiency actions adopted by customers prior to the initiation of Duke Energy
incentive program offerings are neither free riders, nor &ee drivers. These actions simply
reflect the natural market penetrations of existing energy efficiency measures. After Duke
Energy incentive programs become available, two cases are possible. One, if the customer
accepts the Duke Energy program incentive, and the customer would have adopted the
measure without the incentive, that customer would be considered a fice rider. And two, if,
on the other hand, a customer does not ask for or receive the incentive, and an independent
third party evaluation study determines that Duke Energy's program contributed to the
adoption of the measure (e.g., the customer neglected to complete the incentive application
or market availability of inefficient equipment dropped due to the demand for efficient
equipment), then the customer would be considered a fic driver.

DOCKET NO~2007-358-E
Wal-MartDataRequests—SetNo. 1
DukeEnergyCarolinas’Responses

QuestionAssignedto: RichardG. Stevie, PhD., ManagingDirector, CustomerMarket
Analytics

~VM1-7. As referencedon page11, lines20 through21, of th.e Direct Testimonyof
Richard Stevie,pleasedescribewhethera largecustomer,which implementsa significant
amountof energyefficiencyon its own outsideof incentiveprograms,would be definedas
a“free rider” or“free driver” undertheevaluationmethodologyofSave-A-Watt.

RESPONSE:

Energyefficiency actions adoptedby customersprior to the initiation of Duke Energy
incentiveprogram offeringsareneitherfreeriders,nor free drivers. Theseactionssimply
reflect the naturalmarketpenetrationsof existingenergyefficiencymeasures.Añer Duke
Energyincentiveprogramsbecomeavailable,two casesarepossible. One,if the customer
acceptsthe Duke Energyprogramincentive, and the customerwould have adoptedthe
measurewithout the incentive,that customerwould beconsideredafreerider. And two, if,
on theotherhand,acustomerdoesnot askfor or receivethe incentive,andan independent
third party evaluationstudy determinesthat Duke Energy’sprogramcontributedto the
adoptionofthemeasure(e.g., thecustomerneglectedto completethe incentiveapplication
or market availability of inefficient equipmentdroppeddue to the demandfor efficient
equipment),thenthecustomerwouldbeconsideredafreedriver.
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DOCKET NO. 2007-358-E
Wal-Mart Data Requests —Set No. 1

Duke Energy Carolinas' Responses

Question Assigned to: Richard G. Stevie, PhD. , Managing Director, Customer Market
Analytics, anti Janice D. Hager, Managing Director, Integrated Resource Planning

%M 1-8. As referenced on page 13, lines IS through 19, of the Direct Testimony of
Richard Stevie, are the avoided costs included in the calculation of Rider EE the avoided
hourly energy costs from the IRP? If yes, please define the relationship between the
avoided hourly energy costs &om the IRP and the avoided cost rates detailed in South
Carolina Schedule PP.

RESPONSE:
The avoided costs included in the calculation of Rider EE are based upon the avoided
hourly energy costs for the IRP. For future Riders, the Company will calculate the Rider
EE avoided costs by running the IRP models with and without the proposed energy
efficiency programs. For the current Rider, due to the timing of the development of the
energy efficiency plan in advance of the completion of the 2007 IRP, the initial IRP-based
hourly avoided energy costs were escalated based on the projected rate of increase for the
cost of energy in the wholesale market.

The avoided energy costs used in the calculation of Rider EE originate with the IRP to
ensure that the appropriate hourly energy savings proportions of peak and off peak avoided
costs are consistent with the IRP. Since many EE programs are targeted specifically to
higher avoided cost hours, it is important to reflect avoided costs at the hourly level versus
a single peak or off peak system average.

The values used for avoided costs in Rider EE will differ &om the avoided costs rates on
Schedule PP. This is appropriate due to three factors. One, the energy savings load shape
of the energy efficiency measure is neither the same shape nor magnitude of the system
average load shape. Second, the hours in which the energy savings measure is activated is
targeted toward higher avoided cost hours, and is almost never an 8760 hourly system
average, or even a peak hour average. Some energy efficiency programs target the top 100
hours, some the top 500 to 1000 hours, and others target by season (e.g. , efficient heat
pumps). And, third, Schedule PP reflects average system avoided costs whereas Rider EE
uses avoided costs specific to a measure or program. As a result, the load shape of the
energy efficiency measure is not the same and the size of the energy efficiency effort being
undertaken by the Company is not the same as what is used to calculate the avoided cost
rates in Schedule PP.

10

DOCKET NO. 2007-358-E
Wal-MartDataRequests—SetNo. 1
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Question Assignedto: Richard G. Stevie, PhD., ManagingDirector, CustomerMarket
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WM 1-8. As referencedon page13, lines 15 through19, oftheDirect Testimonyof
RichardStevie,are the avoidedcostsincludedin the calculationof Rider EE the avoided
hourly energycosts from the IRP? If yes, pleasedefine the relationshipbetweenthe
avoidedhourly energyCosts from the IRP and the avoidedcost ratesdetailedin South
CarolinaSchedulePP.

RESPONSE:
The avoidedcosts included in the calculationof Rider EB are basedupon the avoided
hourly energycosts for the TRP. For futureRiders,theCompanywill calculatethe Rider
EE avoided costs by running the IRP models with and without the proposedenergy
efficiencyprograms. For the currentRider, dueto the timing of the developmentof the
energyefficiencyplanin advanceof thecompletionofthe2007 IIRP, the initial TRP-based
hourly avoidedenergycostswere escalatedbasedon theprojectedrateof increasefor the
costof energyin thewholesalemarket.

The avoidedenergycosts usedin the calculationof Rider RE originate with the IRP to
ensurethat theappropriatehourly energysavingsproportionsofpeakandoff peakavoided
costs are consistentwith the IRP. SincemanyEE programsare targetedspecifically to
higheravoidedcosthours,it is importantto reflectavoidedcostsat the hourly level versus
asinglepeakor off peaksystemaverage.

The valuesusedfor avoidedcostsin RiderEB will differ from the avoidedcostsrateson
SchedulePP. This is appropriatedue to threefactors. One,theenergysavingsloadshape
of the energyefficiencymeasureis neither the sameshapenor magnitudeof the system
averageloadshape. Second,thehoursin which theenergysavingsmeasureis activatedis
targetedtoward higher avoidedcost hours, and is almost never an 8760 hourly system
average,or evenapeakhouraverage. Someenergyefficiencyprogramstargetthetop 100
hours, somethe top 500 to 1000 hours, and others targetby season(e.g., efficient heat
pumps). And, third, SchedulePPreflectsaveragesystemavoidedcostswhereasRider EE
usesavoidedcosts specific to a measureor program. As a result, the load shapeof the
energyefficiencymeasureis not the sameandthesizeoftheenergyefficiencyeffort being
undertakenby the Companyis not the sameas what is usedto calculatethe avoidedcost
ratesin SchedulePP.
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Question Assigned to: 8ai ford L. Smith, Director, Energy Efficiency Product
Development, and Richard G. Stevie, PhD. , Managing Director, Customer Market
Analytics

WM 1-9. As referenced on page 18, lines 5 through 6, of the Direct Testimony of
Richard Stevie, please describe Duke Energy's historic handling of energy efficiency
programs that do not meet the RIM test.

RESPONSE:

In the early 1990s, the Company implemented and planned to implement a number of
programs that did not pass the RIM test. In the mid-1990s, due to the prospect of retail

competition, the abundance of base load generation, and the low cost of new peaking
generation, Duke Energy Carolinas, along with many other utilities, scaled back its energy
efficiency efforts. The Company did not implement any programs that failed RIM from
that time until the present time. (The Company did implement some educational programs
in response to the Commission Order on the merger with Cinergy to spend $2 million on
energy efficiency but did not perform the standard cost effectiveness tests on these
programs. )

Duke Energy utilizes all cost-effectiveness tests (including UCT, TRC, RIM, societal, and

participant) to determine if an energy efficiencyor demand side management program
should be pursued, At a minimum, a program must pass the participant test (which
measures a customer's likelihood to adopt a program based on their payback through lower
bills associated with their investment in efficiency) and UCT (which measures if the utility
benefits are greater than the total program costs). Programs which pass these two tests but
fail RIM (which measures the impact to all customer rates) are usually energy efficiency
programs. The Company believes adoption of energy efficiency programs which fail RIM
but pass Participant and UCT can still provide benefits to all customers because the
program's benefits (avoided costs) are greater than the cost of the program. This result
implies the Company is choosing a lower-cost mix of resources than it would have if it had
only pursued RIM-passing programs.

DOCKET NO. 2007-358-E
Wal-MartDataRequests—SetNo. I
Duke EnergyCarolinas’Responses

Question Assigned to: Raiford L. Smith, Director, Energy Efficiency Product
Development, and Richard G. Stevie, PhD., Managing Director, Customer Market
Analytics

WM 1-9. As referencedon page18, lines 5 through 6, of the Direct Testimonyof
Richard Stevie, pleasedescribeDuke Energy’s historic handling of energyefficiency
programsthat do not meettheRIM test.

RESPONSE:

In the early 1990s, the Companyimplementedand plannedto implement a numberof
programsthat did not passthe RIM test. In the mid-1990s,due to the prospectof retail
competition, the abundanceof baseload generation,and the low cost of new peaking
generation,DukeEnergyCarolinas,alongwith manyotherutilities, scaledback its energy
efficiency efforts. The Companydid not implementanyprogramsthat failed RilvI from
that time until thepresenttime. (TheCompanydid implementsomeeducationalprograms
in responseto the CommissionOrderon themergerwith Cinergyto spend$2 million on
energy efficiency but did not perform the standardcost effectivenesstests on these
programs.)

Duke Energyutilizesall cost-effectivenesstests(including UCT, TRC, RIM, societal,and
participant)to determineif an energyefficiencyor demandside managementprogram
should be pursued, At a minimum, a program must pass the participant test (which
measuresacustomer’slikelihood to adopta programbasedon theirpaybackthroughlower
bills associatedwith their investmentin efficiency) andUCT (which measuresif theutility
benefitsare greaterthanthetotal programcosts). Programswhich passthesetwo testsbut
fail RIM (which measuresthe impactto all customerrates)areusuallyenergyefficiency
programs. The Companybelievesadoptionof energyefficiencyprogramswhichfail REM
but passParticipantand UCT can still provide benefits to all customersbecausethe
program’sbenefits(avoidedcosts)are greaterthan the cost of the program. This result
implies theCompanyis choosinga lower-costmix ofresourcesthanit would haveif it had
only pursuedRIM-passingprograms.
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Duke Energy Carolinas' Responses

Question Assigned to: Richard G. Stevie, PhD. , Managing Director, Customer Market
Analyti. cs

WM 1-10. As referenced on page 24, lines 15 through 17, of the Direct Testimony of
Richard Stevie, please describe the process to adjust the load impacts of &ee riders and free
drivers.

RESPONSE:

The impact of free drivers has not been included in the analysis of energy efficiency cost
effectiveness. Independent third party impact evaluation studies will measure the potential
existence of &ee drivers, if any, at a later time. The impact of &ee riders was incorporated
in the analysis of energy efficiency cost-effectiveness. The estimate of free riders that was
obtained &om outside consultants, third party impact evaluation studies of Duke Energy
programs in other jurisdictions, or historic experience within other utilities promoting
similar programs. The &ee rider estimates were input directly into the DSMore model as a
percentage of participants per year forecasted to be &ee riders. The impacts obtained &om
these free riders are not included in the overall energy savings, yet the costs incurred due to
free riders are included as a cost against the program for evaluation of measure level cost-
effectiveness,
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Question Assignedto: Richard G. Stevie, PhD., ManagingDirector, CustomerMarket
Analytics

WM 1-10. As referencedon page24, lines 15 through17, oftheDirectTestimonyof
RichardStevie,pleasedescribetheprocessto adjustthe loadimpactsof freeriders and free
drivers.

RESPONSE:

The impactof freedrivers hasnot beenincludedin the analysisof energyefficiencycost
effectiveness.Independentthird party impact evaluationstudieswill measurethepotential
existenceoffreedrivers, if any,at a latertime. Theimpactof freeriderswas incorporated
in theanalysisofenergyefficiencycost-effectiveness.Theestimateoffreeriders thatwas
obtainedfrom outsideconsultants,third party impactevaluationstudiesof Duke Energy
programsin other jurisdictions, or historic experiencewithin other utilities promoting
similarprograms. Thefreeriderestimateswereinput directlyinto theDSMoremodel asa
percentageof participantsper yearforecastedto be free riders. The impactsobtainedfrom
thesefree ridersarenot includedin theoverall energysavings,yet thecostsincurreddueto
free ridersare includedasa costagainsttheprogramfor evaluationofmeasurelevel cost-
effectiveness.
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Duke I".uergy Carolinas' Responses

Question Assigned to: Stephen M. Farmer, Consultant

WM 1-11. As referenced on page 8, lines 13 through 15, of the Direct Testimony of
Theodore Schultz, does the Save-A-Watt methodology allow Duke Energy to earn a return

on avoided energy costs?

RESPONSE:

See response to WM 1-6(a).
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QuestionAssignedto: StephenM. Farmer,Consultant

WM 1-11. As referencedon page8, lines 13 through 15, oftheDirect Testimonyof
TheodoreSchultz, doesthe Save-A-Wattmethodologyallow Duke Energyto earna return
on avoidedenergycosts?

RESPONSE:

Seeresponseto WM 1-6(a).
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Duke Energy Carolinas' Responses

Question Assigned to: Christopher M. Jacobi, Commercial Associate, Market k Financial
Analysis, and Raiford L. Smith, Director, Energy Efficiency Product Development

WM 1-12. As referenced on page 20, lines 14 through 15, of the Direct Testimony of
Theodore Schultz:

a. Is "Year 1"2008?
b. How many of the 180,000 system MWh are allocated to South Carolina?

RESPONSE:

(a) Year 1 refers to the first full year (365 days) of the program from the date it is
approved.

(b) 24. 1% of the residential and 30.17% of the non-residential system MWh are
allocated to SC. This is equivalent to 46,375 MWh in year 1.
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QuestionAssignedto: ChristopherM. Jacobi,CommercialAssociate,Market & Financial
Analysis,and Raiford L. Smith,Director,EnergyEfficiencyProductDevelopment

WM 1-12. As referencedon page20, lines 14 through 15, oftheDirect Testimonyof
TheodoreSchultz:

a. Is “Year 1” 2008?
b. How manyofthe 180,000systemMWh areallocatedto South Carolina?

RESPONSE:

(a) Year 1 refers to the first full year (365 days)of the programfrom the dateit is
approved.

(b) 24.1% of the residentialand 30.17% of the non-residentialsystem MWh are
allocatedto SC. This is equivalentto 46,375MV/h in year1.
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REDACTED

WM 1-12 (c). Response contains confidential information which is separately filed
under seal and maintained as confidential pursuant to Order 'No, 2005-226 and the

Confidentiality Agreements between the parties.
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REDACTED

WM 1-12(c). Responsecontainsconfidential informationwhich is separatelyfiled
underseal and maintainedas confidential pursuantto Order No. 2005-226and the
ConfidentialityAgreementsbetweentheparties.
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Duke Energy Carolinas' Responses

Question Assigned to: Diane V. Denton, Director, Energy Efficiency Policy

WM 1-13. As referenced on page 9, lines 21 and 22, of Exhibit No. 1 of the Direct
Testimony of Theodore Schultz, what is the limit of the incentives available to each
customer?

RESPONSE:

At this time, there is no limit on the overall number of incentives available to each
customer.
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QuestionAssignedto: DianeV. Denton,Director,EnergyEfficiencyPolicy

WM 1-13. As referencedon page9, lines 21 arid 22, of Exhibit No. 1 of the Direct
Testimony of Theodore Schultz, what is the limit of the incentives available to each
customer?

RESPONSE:

At this time, there is no limit on the overall number of incentives available to each
customer.

16



DOCKET NO. 2007-358-E
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Duke Energy Carolinas' Responses

t )uestion Assigned to: Janicc D. I%ager, Managing Director, Integrated resource Planning

WM 1-14. As referenced on page 9, lines 9 through 15, of the Direct Testimony of Janice

Engager, what is the result of the IRP analysis when the actual program costs are used?

RESPONSE'

Duke Energy Carolinas did not perform such a calculation.
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QuestionAssignedto: Janice[). Hager,ManagingDirector,IntegratedResourcePlanning

WM 1-14. As referencedon page9, lines 9 through 15, ofthe Direct Testimonyof Janice
Hager,what is the resultof the IRP analysiswhentheactualprogramcostsareused’?

RESPONSE:

DukeEnergyCarolinasdid notperformsuchacalculation.
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Duke Energy Carolinas' Responses

Question Assigned to; Janice D. Hager, Managing Director, Integrated Resource Planning

WM 1-15. As referenced on page 10, lines 11 through 17, of the Direct Testimony of
.lanice Hager, does the 2008 revenue requirement for Save-A-Watt reflect the total MW of
capacity from energy efficiency in 2008 or the incremental capacity added to the previous
700 MW?

RESPONSE:

The 2008 revenue requirement for save-a-watt reflects the total MW of capacity from

energy efficiency in 2008.
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QuestionAssignedto: JaniceD. Hager,ManagingDirector,IntegratedResourcePlanning

WM 1-15. As referencedon page10, lines 11 through17, oftheDirect Testimonyof
JaniceHager,doesthe 2008revenuerequirementfor Save-A-Wattreflect thetotal MW of
capacityfrom energyefficiencyin 2008or the incrementalcapacityaddedto theprevious
700 MW?

RESPONSE:

The 2008 revenuerequirementfor save-a-wattreflects the total MW of capacityfrom
energyefficiencyin 2008.
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Question Assigned to: Dwight L. Jacobs, Vice President, Franchised Electric k, Gas

Accounting

WM ] -16,
Sadowsky:

As referenced on page 17, lines 2 though 5, of the Direct Testimony of Jane

a, What portion of the initial funding for the Save-A-Watt program in South Carolina
will come from equity capital?
b. What portion of the initial funding for the Save-A-Watt pxogram in South Carolina
will be debt financed?

RESPONSE:

For save-a-watt, the Company does not have specific project financing. As a company, we
do not typically fund individual projects, rather the weighted cost of capital reflects how
Duke Energy Carolinas funds projects.
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Question Assignedto: Dwight L. Jacobs,Vice President,FranchisedElectric & Gas
Accounting

WM 1-16. As referencedon page17, lines 2 though5, oftheDirectTestimonyof Jane
Sadowsky:

a. Whatportionof the initial funding for the Save-A-Wattprogramin SouthCarolina
will comefrom equitycapital?
b. Whatportionof the initial funding for theSave-A-Wattprogramin SouthCarolina
will be debtfinanced?

RESPONSE:

For save-a-watt,theCompanydoesnot havespecificprojectfinancing. As acompany,we
do not typically fund individual projects,rathertheweightedcost of capital reflectshow
DukeEnergyCarolinasfundsprojects.
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Question Assigned to: Diane V. Denton, Director, Energy Efficiency Policy, and Dwight
L. Jacobs, Vice President, Franchised Electric & Gas Accounting

WM 1-17. As referenced on page 15, lines 1 through 10, of the Direct Testimony of
Jane Sadowsky, please compare the financing of the Save-A-Watt program to that of a
generation resource.

RESPONSE:

For large generation plants that require up-front capital, we likely would obtain financing.
However, that is not necessary in the case of save-a-watt. Save-a-watt is funded out of
working capital —see response to WM 1-16.
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QuestionAssignedto: Diane V. Denton, Director,EnergyEfficiency Policy, and Dwight
L. Jacobs,Vice President,FranchisedElectric & GasAccounting

WM 1-17. As referencedon page15, lines 1 through 10, of theDirect Testimonyof
Jane Sadowsky,pleasecomparethe financing of the Save-A-Wattprogramto that of a
generationresource.

RESPONSE:

For largegenerationplantsthat requireup-front capital,we likely would obtainfinancing.
However, that is not necessaryin the caseof save-a-watt. Save-a-wattis funded out of
workingcapital— seeresponseto WM 1-16.
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Duke Energy Carolinas' Responses

Question Assigned to: Judah Rose, Consultant, and Raiford L, Smith, Director, Energy

Efficiency Product Development

WM 1-18. As referenced on page 30, lines 17 through 18, of the Direct Testimony of
Judah Rose, please compare the $/MWh energy efficiency costs of the Save-A-Watt

program in South Carolina to the reported national average, Please provide a complete

derivation of the costs, including all assumptions.

RESPONSE:

For the $/MWh energy efficiency costs of the Save-A-Watt program in South Carolina, see
Confidential Response to WM 1-3. As to the basis for the national average energy

efficiency costs discussed on p. 30, lines 17-18 of Mr, Rose's direct testimony, the

principal source of the estimated costs is the 2006 ACEEE (American Council for an

Energy-Efficient Economy) report, "A Nationwide Assessment of Utility Sector Energy
Efficiency Spending, Savings and Integration with Utility System Resource Acquisition. "
As noted in the referenced testimony, however, there are several aspects of this data that

skew the results and should therefore be noted, including:

(1) the cost data is for the average cost of lady achieved savings, not for incremental

savings to be achieved in the future. Thus, the ACEEE results are at a lower cost
than the cost to achieve new energy efficiency (as shown in Duke's information).

(2) the vintage of the data is 2004, but Duke's information is current.

(3) the underlying data is not uniformly developed with respect to either the costs (e.g.
the treatment of overhead expenses), or the verification of savings in MWh.
Instead, the primary data source for ACEEE reports is the Energy Information
Administration (EIA) which has not adopted uniform reporting protocols.

(4) the ACEEE data does not include low-income energy efficiency program spending
and savings, but Duke's portfolio does include these programs. These programs are

typically higher-cost than traditional energy ef6ciency.
(5) the very low level of savings in MWh nationally and regionally supports the view

that low-cost programs predominate, and hence efforts to increase MWh savings
would have higher incremental costs.

According to ACEEE, the EE expenditures include both incentives and administrative
costs. The ACEEE report states, "Utility spending is on 'ratepayer-funded energy
efficiency' programs, or energy efficiency programs funded through charges included in
customer utility rates or otherwise paid via some type of charge on customer bills. This
includes both utility-administered programs and "public benefits" programs administered
by other entities. We do not include data on separately funded low-income programs, load
management programs, or energy efficiency research and development. "
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QuestionAssignedto: JudahRose, Consultant,and Raiford L. Smith, Director, Energy
EfficiencyProductDevelopment

WM 1-18. As referencedon page30, lines17 through18, oftheDirect Testimonyof
JudahRose, pleasecomparethe $/MWh energy efficiency costs of the Save-A-Watt
programin South Carolina to the reportednational average.Pleaseprovide a complete
derivationof thecosts,including all assumptions.

RESPONSE:

Forthe$/MWh energyefficiencycostsof theSave-A-Wattprogram in SouthCarolina,see
Confidential Responseto WM 1-3. As to the basis for the national average energy
efficiency costs discussedon p. 30, lines 17-18 of Mr. Rose’s direct testimony, the
principal source of the estimatedcosts is the 2006 ACEEE (American Council for an
Energy-EfficientEconomy)report, “A NationwideAssessmentof Utility SectorEnergy
Efficiency Spending,Savingsand Integrationwith Utility SystemResourceAcquisition.”
As notedin the referencedtestimony,however,thereareseveralaspectsof this datathat
skewtheresultsandshould thereforebe noted,including:

(1) thecostdatais for theaveragecost ofalreadyachievedsavings,not for incremental
savingsto be achievedin the future. Thus,the ACEEEresultsareat a lower cost
thanthecostto achievenewenergyefficiency(asshownin Duke’s information).

(2) thevintageofthedatais 2004,butDuke’s informationis current.
(3) theunderlyingdatais not uniformly developedwith respectto eitherthecosts(e.g.

the treatmentof overheadexpenses),or the verification of savings in MWh.
Instead, the primary datasource for ACEEF reports is the EnergyInformation
Administration(EIA) which hasnot adopteduniform reportingprotocols.

(4) theACEFE datadoesnot includelow-incomeenergyefficiencyprogramspending
andsavings,but Duke’sportfolio doesincludetheseprograms. Theseprogramsare
typically higher-costthantraditionalenergyefficiency.

(5) thevery low level of savingsin MWIL nationallyandregionallysupportsthe view
that low-cost programspredominate,and henceefforts to increaseMWh savings
would havehigherincrementalcosts.

According to ACEEE, the EE expendituresinclude both incentivesand administrative
costs. The ACEEE report states, “Utility spending is on ‘ratepayer-flindedenergy
efficiency’ programs,or energyefficiency programsfundedthroughchargesincludedin
customerutility ratesor otherwisepaidvia sometype of chargeon customerbills. This
includesboth utility-administeredprogramsand “public benefits” programsadministered
by otherentities. We do not includedataon separatelyfundedlow-incomeprograms,load
managementprograms,or energyefficiencyresearchanddevelopment.”
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Question Assigned to: Theodore E. Schultz, Vice President, Energy Efficiency, an(1

Raiford L. Smith, Director, Energy Efficiency Product Development

WM 1-19. As referenced on page 20, lines 2 through 4, of the Direct Testimony of
Jane Sadowsky, please detail how Save-A-Watt will shift the immediate burden of capital
investment from the customer to the utility.

RESPONSE:

Save-a-watt has the potential to shift the immediate burden of capital investment from the
customer to the utility because the utility is making a portion of the customer's investment
in energy efficiency through the provision of incentives to customers to install more
efficient equipment.
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Question Assigned to: TheodoreE. Schultz, Vice President,Energy Efficiency, and
Raiford L. Smith,Director,EnergyEfficiency ProductDevelopment

WM 1-19. As referencedon page20, lines 2 through 4, of the Direct Testimonyof
JaneSadowsky,pleasedetail how Save-A-Wattwill shift the immediateburdenof capital
investmentfrom thecustomerto theutility.

RESPONSE:

Save-a-watthasthepotential to shift the immediateburdenof capital investmentfrom the
customerto theutility becausethe utility is makinga portionof thecustomer’sinvestment
in energy efficiency through the provision of incentives to customersto install more
efficient equipment.

22



DOCKET NO. 2007-358-E
Wal-Mart Data Requests —Set No. 1

Duke Energy Carolinas' Responses

Question Assigned to: Carol E. Shrum, Vice President, Rates

WM 1-20. As referenced on page 20„ lines 20 through 21, of thc Direct Testimony of
Jane Sadowsky:

a, Please provide the methodology by which the amounts invested will be put into rate
base,
b. Does the amount put into rate base include avoided energy costs?

RESPONSE:

(a) The reference in this sentence to "rate base" is referring to the ability to collect from
customers appropriate amounts based on the Rider EE (SC) calculation and the
actual energy efficiency results achieved.

(b) Rider EE (SC) rates will recover avoided energy costs as well as avoided capacity
costs.
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QuestionAssignedto: CarolE. Shrum,Vice President,Rates

WM 1-20. As referencedon page20, lines20 through21, oftheDirect Testimonyof
JaneSadowsky:

a. Pleaseprovidethemethodologyby which theamountsinvestedwill beput into rate
base.
b. Doestheamountput into ratebaseincludeavoidedenergycosts?

RESPONSE:

(a) Thereferencein thissentenceto “rate base”is referringto theability to collectfrom
customersappropriateamountsbasedon the Rider EE (SC) calculation and the
actualenergyefficiencyresultsachieved.

(b) RiderhE (SC) rateswill recoveravoidedenergycostsaswell asavoidedcapacity
costs.
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RKDA.CTKO

WM1-21. Response contains confidential information which is separately filed
under seal and maintained as confidential pursuant to Order No. 2005-226 and the
Confidentiality Agreements between the parties.

24

DOCKET NO. 2007-358-E
Wal-MartDataRequests—SetNo. I
DukeEnergyCarolinas’Responses

REDACTED

WM 1-21. Responsecontains confidential information which is separatelyfiled
under seal and maintainedas confidentialpursuantto OrderNo. 2005-226and the
ConfidentialityAgreementsbetweentheparties.
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REDACTED

WM 1-22. Response contains confidential information which is separately filed under
seal and maintained as confidential pursuant to Order No. 2005-226 and the
Confidentiality Agreements between the parties.
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REDACTED

WM 1-22. Responsecontainsconfidential informationwhich is separatelyfiled under
seal and maintained as confidential pursuant to Order No. 2005-226 and the
ConfidentialityAgreementsbetweentheparties.
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Question Assigned to: Richard 6. Stevie, PhD, , Managing Director, Customer Market
Analytics

WM 1-23 Please describe how Duke Energy incorporates the impacts of free rider

ship in their program impacts and calculations.

RESPONSE:

See response to WM 1-10.
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QuestionAssignedto: Richard G. Stevie, PhD., ManagingDirector, CustomerMarket
Analytics

WM 1-23 Pleasedescribehow Duke Energyincorporatesthe impacts of free rider
ship in theirprogramimpactsandcalculations.

RESPONSE:

Seeresponseto WM 1-10.
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Question Assigned to: Richard G. Stevie, PhD. , Managing Director, Customer Market

Analytics

WM 1-24. Would Duke Energy claim energy savings from energy efficiency measures

implemented by companies in which Duke energy efficiency incentives were not paid?

RESPONSE:

Duke Energy asstnnes the question refers to f'ree driver effects. To the extent that
independent third party impact evaluation studies determine that energy efficiency
measures were implemented as a result of Duke Energy Carolinas' efforts, the kW and

kWh achievements from the programs would be impacted and would impact the cost
recovery.
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Question Assignedto: Richard G. Stevie, PhD., ManagingDirector, CustomerMarket
Analytics

WM 1-24. Would DukeEnergyclaim energysavingsfrom energyefficiencymeasures
implementedby companiesin which Dukeenergyefficiencyincentiveswerenotpaid?

RESPONSE:

Duke Energy assumesthe question refers to free driver effects. To the extent that
independentthird party impact evaluation studies determine that energy efficiency
measureswere implementedas a result of Duke EnergyCarolinas’ efforts, the kW and
kWh achievementsfrom the programswould be impactedand would impact the cost
recovery.
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Respectfully submitted this 8' day of January 2008.

Fr . Ellerbe, lIl
Bonnie D. Shealy
Robinson McFadden Er, Moore
1901 Main Street, Suite 1200
Columbia, SC 29202
Phone: (803) 779-8900
Fax: (803) 252-0724
Email: fellerbe obinsonlaw, com

bsheal obinsonlaw. com

Catherine E. Heigel, Esquire
Duke Energy Carolinas, LLC
526 S. Church Street, EC03T
Charlotte, NC 28202
Phone: (704) 382-8123
Fax: (704) 382-5690
Email: cehei el duke-ener .com

ATTORNEYS FOR DUKE ENERGY
CAROLINAS, LLC
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Fra . Ellerbe, Ill
BonnieD. Shealy
RobinsonMcFadden& Moore
1901 Main Street,Suite1200
Columbia,SC 29202
Phone:(803)779-8900
Fax: (803)252-0724
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bsheajy@robjnsonjaw.com

CatherineE. Heigel,Esquire
DukeEnergyCarolinas,LLC
526S. ChurchStreet,ECO3T
Charlotte,NC 28202
Phone:(704)382-8123
Fax: (704)382-5690
Email: ceheige1~duke-energy.com

ATTORNEYSFORDUKE ENERGY
CAROLINAS, LLC
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BEFORE THE PUBLIC SERVICE COMlVIISSION
OF SOUTH CAROLINA

DOCKET NO. 2007-358-E

In Re )
)

Apptication of Duke Energy )
Carolinas, I LC for Approval of )
Energy Efficiency Plan Including an )
Energy Efficiency Rider and )
Portfolio of Energy Efficiency )
Programs )

GERTIFIGATE OF SERVICE

This is to certify that I, Leslie L. Allen, a legal assistant with the law firm of

Robinson, McFadden & Moore, P.C., have this day caused to be served upon the

person(s) named below the Ouke Energy Carolinas, LLC's Responses to

Southern Environmental Law Center Interrogatories and Requests for

Production and Motion for Confidential Treatment of Selected Responses

in the foregoing matter by placing a copy of same in the United States Mail,

postage prepaid, in an envelope addressed as follows:

Scott A. Elliott, Esquire
Elliott & Elliott, PA
721 Olive Avenue
Columbia, SC 29205
(w/copies of confidential enclosures)

J. Blanding Holman, IV, Esquire
Southern Environmental Law Center
200 W. Franklin Street, Suite 330
Chapel Hill, NC 27516
(w/copies of confidential enclosures)

Robert E. Tyson, Jr. , Esquire
Sowell Gray Stepp 8 Laffitte, I LC
Post Office Box 11449
Columbia, SC 29211
(w/copies of confidential enclosures)

BEFORE THE PUBLIC SERVICE COMMISSION
OF SOUTH CAROLINA

DOCKET NO. 2007-353-E

InRe:

)Application of Duke Energy )
Carolinas, LLC for Approval of ) CERTIFICATE OF SERVICE
Energy Efficiency Plan Including an )
Energy Efficiency Rider and )
Portfolio of Energy Efficiency )
Programs )

This is to certify that I, Leslie L. Allen, a legal assistant with the law firm of

Robinson, McFadden & Moore, P.C., have this day caused to be served upon the

person(s) named below the Duke Energy Carolinas, LLC~s Responses to

Southern Environmental Law Center Interrogatories and Requests for

Production and Motion for Confidential Treatment of Selected Responses

in the foregoing matter by placing a copy of same in the United States Mail,

postage prepaid, in an envelope addressed as follows:

ScottA. Elliott, Esquire
Elliott & Elliott, PA
721 Olive Avenue
Columbia, SC 29205
(w/copies of confidential enclosures)

J. Blanding Holman, IV, Esquire
Southern Environmental Law Center
200 W. Franklin Street, Suite 330
Chapel Hill, NC 27516
(w/copies of confidential enclosures)

Robert E. Tyson, Jr., Esquire
Sowell Gray Stepp & Laffitte, LLC
Post Office Box 11449
Columbia, SC 29211
(w/copies of confidential enclosures)



Naneite S. Edwards, Esquire
Office of Regulatory Staff
Post Office Box 11263
Columbia, SC 29211
(w/copies of confidential enclosures)

Jeremy C. Hodges, Esquire
Nelson Mullins Riley 8 Scarborough, LLP
P,O. Box 11010
Columbia, SC 29211
(w/o copies of confidential enclosures)

Dated at Columbia, South Carolina this 8th day of January, 2008.

Leslie L. Allen

NanetteS. Edwards, Esquire
Office of Regulatory Staff
Post Office Box 11263
Columbia, SC 29211
(w/copies of confidential enclosures)

Jeremy C. Hodges, Esquire
Nelson Mullins Riley & Scarborough, LLP
P.O. Box 11070
Columbia, SC 29211
(w/o copies of confidential enclosures)

Dated at Columbia, South Carolina this 8th day of January, 2008.

Leslie L. Allen


